Handset growth slows 12%; China largest by 2002?  by unknown
News Update Markets & Business 
96.7m cell-phones sold in Ql/2001; 500m in 2001...7 
According to Gartner D~_~quest, 
in Q1/2001 mobile phone seU- 
through sales were 96.7m units. 
Nokia's market share rose again 
from 27.9% in Q1/2000 to over 
35% (it is now targeting 40°/o), 
followed by Motorola (13%), 
then Siemens (6.9%), displacing 
Ericsson (6.8%). Siemens and 
Samsnng may break free from 
being "tier-two" manufacturers. 
But an inventory overhang of 
30-35m units of  Q4/2000 OEM 
sh ipments  may have remained 
unsold as channel  stock at end- 
2000.Also, 5-10m units of  OEM 
factory inventory may have 
been carried over into 2001. 
So oversupply resulted in OEMs 
selling more handsets  to end- 
users in Q1/2001 than sh ipped 
into distr ibution channels.  
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After in early April cutting its 
forecast from 576m to 507m, at 
the end of May Dataquest still 
reckoned that total sales in 2001 
could be as many as 500m (well 
above most manufacturers'  fore- 
casts of  down to 420m, except 
Nokia's in April of  450-50Om). 
However, the high growth rates 
of the previous decade will prove 
unsustainable over the long term, 
says enior analyst Bryan Prohm, 
The market for new-tc~wirdess 
~ is falling and the 
replacement market is becoming 
the largest. "The unbma~ 
optimism of the past has been 
superseded by an atmosphere 
of increasingly reckless 
pessimism about the prospect 
for mma~generation mobae 
telephony terminals and 
services; he adds. 
* Nokia nmkons that 94m handsets 
were shipped in QI/2001 (up from 
85m in Q 1/2000). 
However, WIT SoundView Corp 
reckons that sdl-through was at 
least 110m. Revenues rose just 
10%, but  unit consumpt ion  rose 
25-30%.About half the excess 
handset inventories at carriers 
were worked offin Q1 (first for 
Nokia and GSM rather than 
CDMA). Most of the remainder 
will be cleared in Q2. 
Nokia forecasts a 20% rise in its 
sales in Q2. However, wider 
growth depends on the roll-out 
of  GPRS-based services. 
* RF Micro Devices (which sup- 
plies RFICs to Nokia) said in 
April that it was fully booked for 
the June quarter and may run 
out of  wafers by year-end. 
Handset growth slows to 12%; China largest by 2002? 
In the wake of  h igh pr ices of  
3G UMTS l icenses in Europe, 
wireless carr iers are invest ing 
in h igh-growth markets.Asia 
will show a compound annual  
growth rate of 14% for 2000-2007. 
China's ubscriber base rose from 
38.1m in 1999 to 85.2m in 2000. 
It will rise 41% m 119.3m in 2001, 
then  21.6% annually over sever- 
al years to 154.6m in 2002, 
190.6m in 2003, 334m by 2007. 
China's cellular penetrat ion rate 
According to the quarterly data- 
base "Strategis databank: World 
Cellular/PCS Handset Sales" 
(The Strategis Group;Tel: +1- 
202-530-7500), handset sales 
growth slowed to 12% in Q1/2001 
(compared to 59% a year ago). 
Net additional subscr ibers were 
55% of sales in Q1/2000 but only 
38% in Q1/2001, due to market 
saturation in Western Europe and 
certain Asian markets reaching 
penetrat ion levels of  80%. 
will more than triple from 6.7% 
today to 23% in 2007. 
* Nokia CEO Jorma Ollila reckons 
China (Nokia's second largest 
market) already has 100m users 
and will soon overtake the USA. 
Ollila expects lbn  users world- 
wide by 2002 (against 770m at 
end-March 2001) and China to be 
the largest market. 
Despite making an overall oss 
worldwide in  Q1/2001, Motorola 
had a leading 36% share of  
China's handset market in 2000, 
including over 50% of the mid- 
and high-end markets. New 
low-end products are being 
promoted. Motorola will also 
build a 3G R&D centre in 
Chengdu this year. 
* The GSM Association and the 
wireless research organisation 
EMC Wor ld  Cel lular Database 
say that over 0.5bn GSM phones  
are now in use wor ldwide (1 in 
12 people),  i.e. 70% of  all digital 
cell phones.  Over 85% of  3G 
phones  are expected to be 
3GSM/W-CDMA. 
Nearly 40% of GSM users are 
outside Europe: most  in China 
(82.4m, as many as any other  
digital standard).There are over 
lOm GSM phones  in North 
America, but  USA operators 
have also decided to overlay 
digital TDMA network with 
GSM services. Following the 
decisions of  Brazil,Argentina, 
Peru and Mexico to adopt GSM, 
a 10-fold rise in GSM users in 
Latin America is expected over 
the next  12-18 months.  
Qlr~ooo Q2J2000 Q3/2000 Q4J2000 Qlr~o01 
USA 4% 4% 8% 9% 3% 
China 14% 18% 26% 31% 20% 
Japan 5% 5% 4% 3% 1% 
Germany 12% 29% 18% 21% 2% 
Italy 10% 15% 8% 8% 3% 
Qualcomm Inc  has cut its fore- 
cast for sales of  CDMA-based 
handsets  in 2001 by 11.1% 
from 90m units to 8Ore. 
Also, the average selling pr ice 
for a CDMA handset  will drop 
by 20%. 
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